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Fund Transactions 


Yugoslavia 


The International Monetary Fund is making available 
to the Government of Yugoslavia up to $75 million in 
various currencies, to be used in support of a program 
of exchange reform and trade liberalization designed to 
strengthen the Yugoslav economy and to facilitate its 
trade and payments relations with the world economy. 
The equivalent of $45 million is being drawn immedi- 
ately in French francs, deutsche mark, Italian lire, 
Netherlands guilders, pounds sterling, and U.S. dollars; 
the remaining $30 million will be available under a one- 
year stand-by arrangement. 

The Yugoslav authorities have also obtained assurance 
of substantial credits from the United States and a num- 
ber of European countries, including Austria, France, 
Italy, the Netherlands, Switzerland, and the United 
Kingdom. A consortium of German banks is also con- 
sidering a credit to Yugoslavia. 

The new Yugoslav exchange system establishes a 
rate of 750 dinars to the U.S. dollar, which will be 
applied to all transactions except possibly receipts from 
tourism. The Government is, at the same time, intro- 
ducing a system of tariffs and a program of trade 
liberalization. This represents a departure from Yugo- 
slavia’s previous reliance upon complex multiple cur- 
rency practices with restrictions on most imports and 
invisible payments; and less use will be made of bilat- 
eralism in the country’s foreign trade. 


Turkey 


The Government of Turkey has entered into a one- 
year stand-by arrangement that authorizes it to draw the 


Europe 
London Bullion Market 


The annual circular of Mocatta and Goldsmid, Lon- 
don bullion brokers, claims that in 1960 London con- 
solidated its position as the most active and best 
supplied gold market in the world. The structure of the 
market was found to be proof against the exceptionally 
violent strains to which it was subjected. From the last 
week in June 1960, the market “could smell thunder in 
the air.” Political trouble then gave rise to considerable 
demands which, despite continuing Russian sales, 
pushed the price of gold up to $35.14. In August, some 
strong buying by European central banks supplemented 


equivalent of $37.5 million in currencies held by the 
Fund. Together with a $50 million credit provided by 
the Organization for European Economic Cooperation 
(OEEC), the arrangement is intended to help the Gov- 
ernment to maintain and reinforce a stabilization pro- 
gram that was begun in 1958 with the aid of financial 
assistance by the OEEC and its members, the U.S. Gov- 
ernment, and the Fund. The new Turkish Government 
has adopted the principles of economic policy on which 
that program was based and has decided upon addi- 
tional fiscal and banking reforms. The assistance from 
the Fund and the OEEC will help the Government 
to meet its foreign payments in the year ahead. 


South Africa 


The Fund has agreed to the purchase by the Union 
of South Africa of sterling and deutsche mark equivalent 
to $37.5 million in three equal installments, of which 
the first was drawn on December 30, 1960. 


United Kingdom 


The United Kingdom on December 30 repurchased 
the sum of £16,933,500 from the Fund by a voluntary 
payment of US$47,413,800. (Under the Articles of 
Agreement of the Fund, a member country may reduce 
the Fund’s holdings of its currency to 75 per cent of 
its quota.) In accordance with normal practice, the 
dollars will be available for transfer to the U.S. Treas- 
ury against noninterest-bearing notes. 

Sources: International Monetary Fund, Press Releases, 
Washington, D.C., December 27 and 30, 
1960; The Financial Times, London, England, 
December 30, 1960. 





a persistent demand from Belgium; turnover greatly 
increased, Russian sales were easily absorbed, and the 
dollar price of gold rose to $35.16, higher than at any 
time since the market was reopened in 1954. During 
October there was a sudden rise in activity in gold 
dealings and a sharp increase in price (see this News 
Survey, Vol. XII, p. 545). 

The circular suggests that all gold sold since Octo- 
ber 19, 1960 has gone into hoards, as central banks 
are precluded by the rules of the International Monetary 
Fund from buying at more than $35.35 per ounce. 
The demand for small bars of gold has been large 
enough to strain the capacity of London refiners, and 
there has been a considerable increase in the demand 





INTERNATIONAL FINANCIAL NEWS SuRVEY, January 13, 196] 


for gold sovereigns. At the beginning of 1960 the price 
of sovereigns was $9.30 each. By May it had fallen 
to $9.05, but it moved back to $9.30 before dealings 
were virtually suspended by the violent fluctuations in 
the price of bar gold. In November dealings in sovereigns 
were resumed at $9.45 each, and by mid-December the 
price had risen to $9.70. 


Source: The Financial Times, London, England, Janu- 


ary 3, 1961. 


U.K. Reserves and the Strength of Sterling 


The U.K. holdings of gold and convertible currencies 
rose in 1960 by £177 million, to £1,154 million. During 
December the Ford Motor Company provided £131 mil- 
lion in dollars to acquire the minority interest in its 
U.K, subsidiary, Interest and capital payments of 
£67 million were made on loans outstanding to the 
U.S. and Canadian Governments. The United Kingdom 
also repurchased £16,933,500 from the International 
Monetary Fund (see p. 1, above) and made a partial 
contribution of about £2 million to the International 
Development Association. These special factors added 
a net £45 million to the U.K. reserves, which increased 
in December by £23 million. 


During the year sterling remained remarkably strong, 
and at the end of December it was much firmer against 
most currencies than it had been 12 months earlier. 
The heavy inflow of foreign funds during 1960 un- 
doubtedly helped to ward off the potential difficulties 
created by the current account deficit of the sterling 
area as a whole. At the same time, the Times feels that 
the performance of sterling in 1960 had a broader and 
more solid base. It points out that during the dollar 
shortage sterling could, and did repeatedly, run into 
difficulty even when U.K. domestic conditions were in 
balance. The change-over to external convertibility at 
the end of 1958 made sterling a “hard” currency and 
enabled it to make some progress as an international 
reserve currency. In 1960, supported by the relative 
weakness of the U.S. dollar, it gained further ground. 
Moreover, as credit in London was expensive and not 
overabundant during 1960, foreign banks had to hold 
or acquire considerably more sterling for their inter- 
national transactions than in other recent years. How- 
ever, the main feature in the exchange market was the 
strength of confidence shown in sterling in spite of the 
rather unfavorable conditions in the U.K. economy and 
balance of payments. 

The Times observes that there is a good chance that 
in 1961 the U.K. surplus on transactions in current 
invisibles will be larger than in 1960. The recent 
reductions in the bank rate will lead to lower interest 
payments, and the lower investment requirements of 
British raw material companies abroad should result in 


larger repatriations of current profits. Moreover, a turn- 
ing point may well be approaching for the rest of the 
sterling area’s overseas earnings; the decline in sterling 
area commodity prices in 1960 was due primarily to 
destocking in the consuming industries. Against this 
background, the Times suggests that the position of 
sterling remains very strong; unless conditions in 1961 
turn out considerably worse than seems likely at present, 
sterling may not even be tested in the coming months. 
The Times, December 28, 1960, and The 
Financial Times, January 4, 1961, London, 
England. 


Sources: 


U.K. Exchange Control 


The Bank of England, on November 19, 1960, 
simplified exchange control procedures in connection 
with emigration, commodity markets, and sundry pay- 
ments, delegating further responsibilities to the author- 
ized banks, largely in the field of personal payments. 
Reference to the Bank of England of applications which 
under the existing policy are approved automatically 
is no longer necessary. 


A further simplification from January 2, 1961 in- 
creases from £500 to £2,000 the limit below which 
exchange control forms need not be completed for 
imports from outside the sterling area. Applications for 
payments exceeding £2,000 will not be required if the 
person applying to make payment can present to his 
bank evidence of actual importation of the goods. This 
will reduce the number of forms completed annually by 
banks and firms by about 60 per cent, while retaining 
effective control over 80 per cent of the value of 
transactions. 


Sources: Board of Trade Journal, November 25, 1960, 
and The Financial Times, December 31, 


1960, London, England. 


Interest Rates in lreland 


The banks in the Republic of Ireland reduced their 
interest rates by % per cent, to 6% per cent, from the 
close of business on December 14, 1960. The reduction 
followed that in the British bank rate on December 8 
(see this News Survey, Vol. XII, p. 603). Interest 
allowed on deposit accounts of £25,000 and over was 
reduced by 2 per cent, to 2% per cent, and that on 
accounts under £25,000 by % per cent, to 1% per cent, 
from the same date. 


Source: The Irish Times, Dublin, Ireland, Decem- 


ber 15, 1960. 


U.S. Grant to Iceland 


The United States has granted $6 million to Iceland, 
to be used to pay for imports. The counterpart in 
Icelandic krénur will be deposited in a special blocked 





INTERNATIONAL FINANCIAL NEWS SuRVEY, January 13, 1961 


account with the Central Bank of Iceland, in order to 
ensure the maximum benefit to Iceland’s foreign 
exchange position and stabilization program. 


Source: Department of State, Press Release, Washing- 
ton, D.C., December 30, 1960. 


Interest Rates in Iceland 


Effective January 1, 1961, the Central Bank of 
Iceland lowered its interest rate from 11% per cent 
to 9% per cent for loans against bonds, notes, and bills 
acceptable to the Central Bank, and from 8.2 per cent 
to 6 per cent for the rediscount of bills secured by fish 
and farm products; the largest share of Central Bank 
credit to the commercial banks is granted for the 
latter purpose. 


Three days earlier, the Central Bank, at the request 
of the Government, similarly reduced the interest rates 
of banks, savings banks, and other savings institutions. 
The commercial banks’ discount rate was reduced from 
11 per cent to 9 per cent, the preferential discount rate 
for rediscountable bills from 9 per cent to 7 per cent, 
and the interest allowed on regular savings deposits 
from 9 per cent to 7 per cent. At the same time, it was 
decided to establish a new type of savings account, one- 
year deposits, which will carry interest at 9 per cent. 
The interest rates on loans granted by investment funds, 
which are considerably lower than other rates, are to 
remain unchanged for the time being. 


In February 1960, a comprehensive stabilization pro- 
gram (see this News Survey, Vol. XII, p. 261) included 
increases of 4 percentage points in interest rates, in order 
to reduce the demand for credit and, at the same time, 
encourage savings. The Government believes that the 
results obtained so far make a general reduction of 
interest rates timely now. Foreign exchange reserves 
improved by IKr 274 million (US$7.2 million) between 
the end of February 1960 and December 21, 1960. 
In the same period the increase in deposits in the com- 
mercial and savings banks was sufficient to offset the 
expansion of credit that took place; thus no new net 
Central Bank credit was created. In addition, the in- 
crease in prices following the devaluation has come to 
an end and there is a prospect of price stability unless 
unexpected changes take place, for instance in wages 
or foreign prices. 


The Government has announced that interest rates 
are being lowered on the assumption that the stability 
achieved in the monetary and foreign exchange fields, 
as well as in prices, will be maintained. However, if 
this stability should be disturbed, interest rates may 
have to be increased again and other monetary meas- 
ures taken to protect the internal and external value of 


the kréna. The Government emphasizes the importance 
of avoiding such measures, and will continue to seek to 
strengthen Iceland’s economy, among other things by 
increasing foreign exchange reserves. 

Source: Morgunbladid, Reykjavik, Iceland, Decem- 
ber 29, 1960. 


Danish Currency Exports by Travelers 


The limit on exports of Danish notes and coins by 
Danish residents has been raised from DKr 500 to 
DKr 2,000 for each person from December 15, 1960; 
the Danish krone being considered a convertible cur- 
rency, it is thought natural that Danish travelers should 
be allowed to take with them any reasonable amount 
in kroner. Except for Belgium, the Federal Republic of 
Germany, and Switzerland, which do not limit exports 
of notes and coins by residents, Denmark now has the 
most liberal foreign exchange regulations in this respect 
of all the Western European countries. 


Source: Bgrsen, Copenhagen, Denmark, December 14, 
1960. 


Interest Rates in France 


Since the end of 1958, the French Government has 
tried to reduce interest rates in France. The discount 
rate of the Bank of France, which had been 4% per 
cent in October 1958, has been reduced by stages 
to 3% per cent (see this News Survey, Vol. XI, p. 336, 
and Vol. XII, p. 531). Further measures have now 
been taken. On January 1, 1961 the interest paid on 
savings deposits in the National Savings Institution was 
lowered from 3 per cent to 2.8 per cent and that paid 
by savings banks from 3% per cent to 3 per cent. On 
the same date the maximum interest rates permitted on 
time deposits with commercial banks were reduced by 
Y% per cent, and from January 31 the rate of interest 
on one-year and two-year Treasury bills bought by 
banks will be reduced by ¥% per cent. 


To reduce long-term rates of interest, the Govern- 
ment refrained from issuing bonds in 1959 and 1960. 
Furthermore, in the last months of 1959 certain public 
credit institutions granting long-term or medium-term 
credit for certain specific purposes reduced their rates. 
For instance, the Caisse des Dépdéts et Consignations 
lowered the rates for its loans to local authorities from 
5% per cent to 5% per cent or 5 per cent. As a result, 
the rate at which industrial bonds could be issued was 
gradually brought down from over 7 per cent in 1958 
to 5.7 per cent in September 1960; it is expected to 
decline further in the near future. 


Sources: Le Monde, Paris, France, December 23, 1960 


and January 1-2, 1961. 
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Import Liberalization in Spain 


A third list of imports liberalized by Spain was pub- 
lished on December 9, 1960. The list comprises some 
225 headings of the customs tariff (Brussels nomen- 
clature) and includes a number of chemicals and allied 
‘products; pencils; rubber and rubber articles (including 
tires and tubes); raw hides and pig and reptile skins; 
dyes; wood and articles of wood; heat-insulating and 
refractory goods; raw copper and certain special metals; 
certain iron and steel products; earth-moving equip- 
ment; some machine tools with rotary engines; and 
some looms, grinders, and insulators. Practically no 
finished consumer goods are included in the list 


Import liberalization is an integral part of the Spanish 
stabilization program (see this News Survey, Vol. XII, 
pp. 25 and 41). The first liberalization list, comprising 
mainly foodstuffs and raw materials not traded by the 
State, spare parts, and a number of investment goods, 
was introduced in July 1959; the second list, which 
included other raw materials and certain semifinished 
goods, was introduced in April 1960; the third list is 
estimated to add approximately 8 per cent to the 
liberalization percentage (reference year 1950). 
Sources: Spanish Economic News Service, Decem- 
ber 13, 1960, and Ministerio de Comercio, 
Informacién Comercial Espafiola, 


ber 15, 1960, Madrid, Spain. 


Decem- 


Credit and Monetary Developments in Greece 


Deposits in the commercial banks in Greece in the 
first nine months of 1960 increased by Dr 2,077 million, 
and these banks withdrew about Dr 1,000 million from 
their deposits with the Bank of Greece. Out of the re- 
sources thus becoming available, they lent Dr 1,872 mil- 
lion to the private sector, chiefly to industry, handicrafts, 
and trade, and invested over Dr 1,000 million in Treas- 
ury bills, the proceeds of which are used to finance 
public investment expenditures. Outstanding credit to 
the private sector from all 


sources increased by 


Dr 2,567 million (11 per cent), so that the commercial 


banks’ loans to this sector represented nearly three 


fourths of the total increase in credit. In the comparable 
period of 1959, total credit increased by Dr 1,271 mil- 
lion (6 per cent) and of this the commercial banks 
lent Dr 520 million (41 per cent). 


Developments in 1960 have apparently increased the 
profitability of the commercial banks by activating their 
resources more fullv, but have at the same time con- 
siderably increased the money supply. Other factors 
leading to a more rapid monetary expansion included 
an increase in the budgetary deficit, reflecting larger 


investment expenditures and larger government pur- 
chases of domestic wheat for the support of wheat 
prices. In the first nine months of the year, the money 
supply expanded by Dr 1,570 million (12 per cent), 
compared with Dr 470 million (4 per cent) in the 
period January-September 1959. 


In the first eleven months of 1960, the note circu- 
lation alone increased by Dr 978 million (11 per cent), 
compared with an increase of Dr 181 million (2 per 
cent) in the same period of 1959. Following the seasonal 
monetary expansion in December, the note circulation 
during the year ended December 31, 1960 is tenta- 
tively estimated to have increased by about Dr 1,900 mil- 
lion, i.e., by 22 per cent. In 1959 the increase was 
Dr 1,153 million (16 per cent) and in 1958, Dr 635 mil- 
lion (9 per cent). 

Sources: Economikos Tahydromos, Athens, Greece, 
December 15, 1960 and January 5, 1961. 


U.S. Aid for Cyprus 


The United States has agreed to send 40,000 tons of 
wheat and 10,000 tons of barley to the Republic of 
Cyprus to relieve the hardships of farmers on the 
island. Cyprus has had subnormal rainfall in each of the 
past few years, and in 1960 a prolonged drought 
resulted in an almost total failure of grain crops. The 
U.S. grain is expected to be shipped early in 1961. This 
is the first economic aid agreement with a foreign 
country entered into by the Republic of Cyprus. It pro- 
vides for similar aid over the next few years. 
Source: The Times, London, England, December 9, 

1960. 


Middle East and Africa 


Iran's Tax Revenues 


The Director General of the Iranian Ministry of 
Customs and Monopoly has reported that the increases 
in customs duties introduced since March 1960 have 
tended to reduce imports, and consequently total cus- 
toms receipts, below the budetary estimate for the 
present fiscal year. The Ministry plans to make up the 
difference by reducing its expenditures and improving 
its system of evaluating imports. 


Meanwhile, the Minister of Finance has announced 
that the tax revenue of the Government must increase 
by 10 per cent in 1961-62 in order >» meet development 
expenditures. Most of the increas to come from 
improved methods of collection. 


Sources: Keyhan, Tehran, Iran, December 3 and 13, 
1960. 
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Foreign Aid to Ghana 


The Government of Ghana and the Italian Govern- 
ment organization Ente Nazionale Idrocarburi have 
signed an agreement for building an oil refinery at 
Tema at a cost of £G 8.5 million. Ghana’s import 
requirements of products that an oil refinery might 
produce totaled about 350,000 tons in 1959; of this 
total, 125,000 tons were gasoline imports. It is 
expected that the capacity of the new refinery will be 
initially about 1.2 million tons and subsequently 2 mil- 
lion tons; therefore, a high proportion of its products 
may be exported. 


The U.S.S.R. has agreed to cooperate in building a 
dam over the Black Volta at Bui, in organizing housing 
schemes at Accra and Tema, in building a 200-bedroom 
hotel at Accra, and in setting up state farms. The 
Bui dam scheme and transmission system will result in 
an output of 200,000 kilowatts of electricity. Assistance 
will be given in surveys, design, equipment, training, 
and the supervision of construction. Soviet specialists 
and skilled workmen will arrive in Ghana shortly to 
begin training Ghanaians. No details are yet known 
about the financing of these projects. However, in Sep- 
tember 1960 it was reported that the Soviet Union had 
granted Ghana a long-term credit of 160 million rubles, 
equivalent to about £14.5 million at the official rate then 
prevailing (see this News Survey, Vol. XII, p. 492). 


Sources: West Africa, November 26, 1960, and The 
Financial Times, December 28, 1960, Lon- 
don, England. 


i 


Money and Capital Markets in Nigeria 


Since the inception of a local money market in 
April 1960 (see this News Survey, Vol. XII, p. 300), 
the Central Bank of Nigeria has issued, on behalf of 
the Federal Government, a total of £9 million of 91-day 
Treasury bills. All issues have apparently been over- 
subscribed, and the season of crop financing, which 
begins in early autumn and normally runs to March, 
seems to have had no appreciable effect on the demand. 
It had been assumed originally that only about £1 mil- 
lion of the Treasury bill float could be counted upon as 
permanent; but this expectation has now been raised 
to £4 million, which sum may well be used to cover 
part of the prospective financial shortfall of the current 
federal development plan. 


A recently established private firm has already begun 
to operate in the acceptance field; and there is every 
prospect that commercial bills will be rediscounted by 
the commercial banks. 


In regard to long-term capital, there have so far been 
four local issues of shares by three cifferent companies, 
the prices of which have shown considerable strength 
in unofficial dealings. Rules for a stock exchange have 
been drafted, and it is considered possible that one will 
open in Lagos in January. In view of the inevitable 
narrowness of the market in its early days, it is 
expected that the Investment Company of Nigeria will 
act as buyer and seller of last resort. 

Source: The Financial Times, London, England, De- 
cember 29, 1960. 


Gold Production in South Africa 


In October 1960, gold production in South Africa 
reached a new record, 1,813,462 fine ounces. At the 
same time, higher prices on the London bullion market 
led to an increase in the average basis of valuation 
by 4s., to 254s., per fine ounce, so that the gold output 
for October was valued at £23 million—the first time 
that the value of a month’s production has reached 
this figure. 

Source: The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
December 1960. 


Far East and Australasia 
India’s External Debt 


India’s Minister of Finance stated in the Lower House 
of Parliament on November 21 that the Government’s 
total outstanding debt to foreign countries and the Inter- 
national Bank for Reconstruction and Development on 
October 1, 1960 was approximately Rs 6,708 million. 
This amount was exclusive of Rs 932 million owed 
abroad by public sector nongovernment organizations 
and private sector agencies, Rs 607 million due to the 
International Monetary Fund, and the deferred payment 
liabilities in the public and private sectors. For the 
years 1961-62 to 1970-71, India’s repayment liability is 
estimated to be of the order of Rs 3,664 million, the 
annual installments varying between Rs 271 million 
and Rs 501 million. 


Source: Reserve Bank of India, Indian News Digest, 
Bombay, India, December 1, 1960. 


Korean Exchange Rate 


The official exchange rate of the Korean hwan was 
depreciated from hw 650 per U.S. dollar to hw 1,000 per 
U.S. dollar on January 1, 1961. The official rate of 
hw 650 per U.S. dollar had been established on Febru- 
ary 22, 1960 (see this News Survey, Vol. XII, p. 274). 
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Japan's Ten-Year Plan 


On December 27, 1960 the Japanese Government 
decided to adopt the “plan for doubling national in- 
come,” which was drafted and submitted to the Govern- 
ment by the National Economic Council and which is 
to replac. the existing “New Long-Term Economic 
Plan” in force since the end of 1957. 


The basic objective of the plan is to maintain the 
high rate of economic growth that has been attained in 
recent years, so achieving full employment on the basis 
of free enterprise and free markets and raising the 
standard of living. The average annual rate of economic 
growth was 11.5 per cent in the fiscal years 1947 
through 1952, 8.3 per cent in fiscal 1953-58, and 17 per 
cent in fiscal 1959; a rate of 10 per cent is estimated 
for fiscal 1960. The objective of the new plan is a 
gross national product (GNP) of ¥ 26 billion in 1970, 
about double the GNP for fiscal 1960. 


The five principal elements in the plan are the 
expansion of social overhead capital, such as roads, 
harbors, factory sites, and water facilities, considered 
to lag relatively behind direct production capital; the 
intensification of the industrial structure, by increasing 


the relative importance of the more productive sector, 
such as heavy chemical industry, as well as by raising 
the productivity of individual enterprises and industries; 
the promotion of foreign trade and international eco- 
nomic cooperation; the improvement of the quality of 
labor and the promotion of scientific technology; and 
the betterment of the low-income group, which is apt to 
be left behind by economic development, and the 
realization of over-all social welfare. 


It is planned that in fiscal 1970 the per capita national 
income will reach ¥ 208,000 ($578), compared with 
per capita national incomes in 1957 of $742 in France 
and the Federal Republic of Germany and $404 in Italy. 
Consumer spending will be nearly doubled during the 
ten years, and leisure will also be increased. The aver- 
age rate of economic growth is calculated at 7.8 per cent 
per annum on the basis of average figures for the fiscal 
years 1956-58 (7.2 per cent starting from the estimated 
1960 figures). The smallest increase will be in primary 
industry (agriculture, forestry, and fisheries), which 
will provide 10.1 per cent of the national income 
in 1970 compared with 18.8 per cent in the base year 
(average of fiscal 1956-58). The largest increase will be 
in secondary industry (mining, manufacturing, and 
construction), raising its proportion of the national 
income from 33.3 per cent to 38.6 per cent. Investment 
will rise only slightly, so that the final ratio of 31.9 per 


cent of national expenditure will be somewhat lower 
than in recent years; the most rapid increases will be in 
the public sector and in housing. Residential houses 
will increase by 5-6 million, to 23-24 million, so that 
each household will be able to live in its own house. 
The trend of labor supply and capital accumulation 
suggests that the rate of growth will be higher in the 
first half of the ten years than in the second half. 


The budget is expected to balance at ¥ 5,500 billion 
in the target year, the major receipts being tax revenues 
and monopoly profits as at present. The balance of 
payments is planned to produce a surplus of $200 mil- 
lion, exports amounting to $8,490 million, imports to 
$8,080 million, the deficit on invisibles to $230 million, 
and the credit on capital transactions to $20 million. 


These figures assume that prices remain stable during 
the ten-year period. It is recognized that increases may 
be expected in labor costs and in charges for services 
and public utilities, which have been kept too low; 
nevertheless, a stable price level in the long run is 
considered essential for the achievement of the plan. 
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The role to be played by the Government in the plan 
is to develop an economic and social environment in 
which private enterprise can take the initiative. On the 
one hand it will be necessary to develop social capital, 
education, and social security, and, on the other, to 
adopt appropriate fiscal and monetary policies, without 
resort to direct controls. Private undertakings are 
expected to draw up their own long-range p:ograms for 
growth, based on the prospect outlined in the pian. 


Sources: Nihon Keizai Shimbun, Tokyo, Japan, Octo- 
ber 25 and December 2 and 27, 1960. 


Australian Exports 


The Australian Prime Minister, Mr. R. G. Menzies, 
has announced the formation of a special committee of 
six Cabinet Ministers, under his chairmanship, to study 
ways of expanding Australian exports in order to 
improve the balance of payments; in the five months to 
November 1960 there was a deficit in visible recorded 
overseas trade of £A 130 million, compared with a 
surplus of £A 17 million in the same period of 1959. 
Mr. Menzies remarked that Australia should not place 
too much reliance on an upturn in export prices, but 
should produce more for export and sell whenever it 
could. The Government is considering a number of 
measures, among them tax amendments to foster exports, 
the warehousing of Australian goods in important over- 
seas markets to enable them to be sold from stock, and 
encouraging tendering for overseas contracts. Mr. 
Menzies also said that the Government expects overseas 
concerns to allow Australian subsidiaries to compete 
fully in export markets. The Times recalls that it was 
recently disclosed that a major manufacturer of motor 
vehicles in Australia is not allowed by its overseas 
parent company to export cars to New Zealand, which 
is Australia’s biggest market for cars. 


Sources: Australian News and Information Bureau, 
Press Release, New York, N.Y., January 4, 
1961; The Times, London, England, Janu- 


ary 4, 1961. 


Anti-Inflationary Moves in New Zealand 

The Prime Minister of New Zealand, Mr. Keith 
Holyoake, announced on December 22, 1960 several 
steps to be taken by his newly formed Nationalist 
Government to counter inflation. He said that the budget 
showed an estimated £25 million cash deficit for the 
financial year ending March 31, 1961, and that the 
Government was concerned about inflationary trends 
resulting largely from the use of Reserve Bank credit 
for government expenditure. The Government would 


raise an internal loan soon but had decided to postpone 
borrowing overseas, as it recognized that an external 
loan would not immediately counter internal inflation. 
Government expenditure would be restricted to an effici- 
ent minimum, and a close watch would be maintained 
on the trend and composition of bank advances. 


Source: The Financial Times, London, England, De- 
cember 23, 1960. 


Western Hemisphere 


U.S. Balance of Payments 

According to official estimates, the excess of payments 
over receipts in the international transactions of the 
United States rose to a seasonally adjusted annual rate 
of $4.1 billion in the third quarter of 1960, a continued 
expansion in the merchandise trade surplus being more 
than offset by a rise in the net outflow of funds on other 
transactions. For the first three quarters of the year 
as a whole, the deficit was at an annual rate of $3.2 bil- 
lion, compared with $3.8 billion for the year 1959. The 
deterioration in the international balance between the 
first quarter of 1960—when net payments were at an 
annual rate of $2.6 billion—and the third quarter was 
nearly as large as the improvement that had occurred 
since the previous quarterly peak in the middle of 1959. 


Somewhat more than half the rise in the merchandise 
trade surplus in the third quarter was due to a decline 
in imports. Exports continued to rise, but at a slower 
rate than during the second quarter. The large increase 
in net payments on transactions other than merchandise 
trade was due to shifts in private capital movements. 
U.S. short-term investments abroad accelerated, and 
there was a change from net purchases to net sales by 
foreigners of U.S. corporate securities. A combination of 
these developments may have been responsible for the 
substantial rise in net payments on unrecorded trans- 
actions. Direct investments also increased during the 
third quarter, contrary to the usual seasonal experience. 


Source: Department of Commerce, Press Release, 


Washington, D.C., December 22, 1960. 


Mexico’s Federal Government Budget for 1961 

The federal government budget for 1961 submitted 
to the Congress by the Government of Mexico proposes 
expenditures of Mex$11,041 million and estimates 
receipts at Mex$11,042 million; both figures are some 
8 per cent higher than the corresponding figures for 1960. 
A substantial part of the increase in receipts is expected 
to come from income and import taxes, resulting from 
the growth of domestic economic activity and not from 
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any increase in taxes. Income tax revenues are esti- 
mated at Mex$3,600 million for 1961, compared with 
Mex$3,100 million in 1960. Receipts from import taxes 
are expected to increase to Mex$1,700 million, from 
Mex$1,420 million in 1960. On the other hand, export 
taxes are being reduced in order to stimulate exports 
and their yield is expected to decline to Mex$550 million 
in 1961, from Mex$890 million in 1960. 

The largest percentage increase in expenditures 

22 per cent) is for the servicing of the public debt, 
which will cost Mex$1,049 million. The lowest increase 
is for national defense. For expenditures related to 
economic development—such as communications, trans- 
port, agriculture, forestry, and industrial and commercial 
activities—Mex$4,559 million is budgeted, an increase 
of 4.3 per cent over 1960. 

The Minister of Finance told the Congress that 

budget receipts in 1960 have exceeded the estimates; 
the additional receipts were used to expand investment 
expenditures. This policy will be continued in 1961 if 
revenues exceed the budgetary estimates. 
Excelsior, December 16, 1960, Nacional 
Financiera, S.A., El Mercado 
December 19, 1960, and Hispano Ameri- 
cano, December 26, 1960, Mexico, D.F. 


Sources: 


de Valores, 


Monetary Policy in Ecuador 
Monetary legislation recently enacted in Ecuador has 
authorized the commercial banks to hold up to 50 per 


cent of their required legal reserves in interest-bearing 
securities of the Securities Commission redeemable at 
par. The Central Bank may now grant credits for up 
to 180 days and 100 per cent of the value of paper 
relating to exports. The maximum maturity of credits 
granted by the Central Bank to the Government and 
official entities and to agriculture, cattle raising, mining, 
and industry has been raised from 270 days to 2 years. 
On credits to the development banks, the Central Bank 
will charge only administrative expenses (to be deter- 
mined by the Monetary Board) and a commission of 
¥2 of 1 per cent per annum. The Minister of Develop- 
ment has been added as an ex officio member to the 
Monetary Board, and the bar to inclusion of private 
bank managers and officials has been revoked. 


Source: El Comercio, Quito, Ecuador, November 30, 
1960. 


Fund Alternate Executive Director 
Mr. Amon Nikoi, formerly a member of the Perma- 
nent Mission of Ghana to the United Nations, has been 


appointed Alternate Executive Director of the Fund for 
Ghana, Indonesia, Libya, Malaya, 
Tunisia, from December 30, 1960. 


Morocco, and 


Fund Transactions and Membership in 1960 


By the end of 1960, 41 countries had drawn the 
equivalent of $3.7 billion from the Fund. During 1960, 
as in 1958 and 1959, drawings were substantially less 
than repurchases: 14 countries drew the equivalent of 
$280 million in various currencies and 17 countries 
repurchased the equivalent of $711 million in gold and 
U.S. dollars, with the result that the total amount out- 
standing was reduced to $866 million. The largest 
repurchases during the year were those of the United 
Kingdom, $354 million, and France, $181 million (see 
this News Survey, Vol. XII, p. 561). Of the total drawn, 
$148 million was in U.S. dollars and the equivalent of 
$132 million in the currencies of Denmark, France, the 
Netherlands, the Federal Republic of Germany, and the 
United Kingdom. Of the total repurchases, $579 million 
was in U.S. dollars, so that countries outside the United 
States transferred about $431 million net in dollars to 
the Fund during the year. 


At the end of 1960, the Fund’s total resources 
amounted to approximately $14.8 billion. These in- 
cluded $3,239 million in gold and more than $7 billion 
in currencies wholly or externally convertible, including 
$2,570 million in U.S. dollars. Stand-by arrangements 
were in effect with Argentina, Colombia, El Salvador, 
Guatemala, Haiti, Honduras, Iceland, Iran, Nicaragua, 
Paraguay, Peru, Spain, and Venezuela; the undrawn por- 
tions of these arrangements amounted to $383 million. 


There were no additions to the Fund’s membership of 
68 countries during 1960, but by the year’s end formal 
applications for membership were pending from 8 other 
countries. 


International Financial News Survey, written by mem- 
bers of the staff of the Fund, is based on material 
published in newspapers, periodicals, official documents, 
and other publications as cited at the end of each note. 
Explanatory material may be added, but no Fund 
editorial comment or opinion. Therefore any views 
expressed are taken from the sources quoted and are not 
necessarily those of the Fund. 

The News Survey is published weekly, except in the 
Christmas and New Year weeks. It may be obtained free 
of charge by applying to 
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